Abstract After the year of 2000, the Korean government has abolished the limit on foreign investments.
[ 6.59 0.095 3,176 Ratio = Foreign ownership ratio (The portion of foreigners'ownership of total number of common stocks outstanding), Foreign = log(Ratio/(100-Ratio)),Largest = Ownership ratio of the largest shareholder, MktCap = Total number of common stocks outstanding × stock price at year-end(=market capitalization of common stocks)=(firm size), Ln_MktCap =log(Mktcap),Div_Yield =(Cash dividend + Stock dividend )/ Market capitalization of common stocks, Risk =Volatility of cash flows(Variance over the past 5 years of EBIT and depreciation), BME =(book value of common stocks)/(market value of common stocks); (higher BME=value firms, lowerBME=growth firms), Current =Current asset/ Current Liabilities, Leverage =Total debt / Total capital, Cash_Holdings =Cash and cash equivalents /(Total asset -Cash and cash equivalent). This, they claim, is attributable to information asymmetry between domestic and foreign investors. Kang and Stulz [5] , found that foreign investors in Japan tend to focus on large companies and those with large exports, and concluded that foreign investors choose large companies in which sufficient enough information has been out to the market, to overcome adverse information asymmetry.
Similar to former, Falkenstein [6] found that American mutual funds prefer stocks with high transparency and liquidity. Dahlquist and Robertson [7] studied firms in Switzerland to find characteristics of the firms which foreign investors prefer. They found that in Switzerland, foreign investors prefer large companies with low [ dividend, and large cash holdings. Also, they found that foreign investors prefer firms with large exposure and international reputations with overseas listings, while they shunned firms with controlling shareholders.
In this paper, we attempt to define the financial characteristics of the firms in which foreigners invest in the Korean market. tendency to choose stocks they are familiar with, by taking into account the information asymmetry. Since the studies by Falkenstein [6] and Dahlquist and Robertson [7] show that foreign investors avoid firms with controlling shareholders as well as high risk exposure, we posit in the hypotheses 1 and 2 that foreign investors prefer stocks of the firms with low financial risk and diversified ownership structure. Most Korean chaebul (business group) have controlling shareholders and the test of hypothesis 3 seems to be very interesting. Table 1 Table 1 , the Wilcoxon test shows that as the price of common stocks rise, foreign ownership follows the same pattern as well. The same pattern also followed when dividend yield changes. However, the risk variable of cash flow volatility rises, foreign ownership decreased in return. Table 2 shows the result of regression analysis of foreign ownership and accounting variables, by calendar year. Those in which fixed effects such as industry effect are not controlled, but it reports that market value of common stocks (Ln_MktCap), didvidend yield (Div_Yield), and book to market ratio of common stocks (BME) displays a very positive significant relationship with foreign ownership.
Methodology and Test Hypothesis

The Results
In Table 3 , a regression analysis has been done with year dummies.
In order to restrict industry effect, 
Conclusions
This research defines financial characteristics of firms with large proportion of foreign ownership.
The result shows that foreign investors prefer firms with large market value of capital, and high dividend yield. Also, they choose value firms with high book to market value ratio, while shunning away from firms with high debt ratio and high ownership ratio of the largest shareholders. 
